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tional facilities, public health services and so on, which, if
government authorities did not provide them, private persons
would be forced in a measure to provide for themselves. Thus,
if non-transfer government expenditures were reduced, by no
means all the productive resources set free from government
service would be available to provide services to private
persons additional to those they actually enjoy. A substantial
part would be absorbed in replacing through private enter-
prise services which public enterprise had hitherto provided.
Thus there is an important offset to the gain which the public
in their capacity as individual consumers would derive from
reductions in non-transfer government expenditure. Indeed it
may well be that they would achieve no net gain, but, on the
contrary, suffer a net loss.
§ 6. But this is not all. It is not the fact that operations
of public finance have no effect on the extent to which pro-
ductive resources find employment. On the contrary, on
occasions certain sorts of government expenditure call into
activity productive power which, apart from them, would have
lain dormant. When this happens an expansion in the use
of productive resources for government service does not imply
an equivalent contraction in their use for private service. It is
thus important to understand how far it is likely to happen.
§ 7. A completed act of public finance in respect of any
sum of money includes both the raising and the spending
of that sum. Prima facie, when revenue is collected by direct
taxes and devoted by government authorities either to non-
transfer (income-generating) expenditure ' or to transfer ex-
penditure, aggregate money income is the same as it would
have been if this two-sided act of public finance had not taken
place. For the money passed to government in these taxes
and subsequently expended, whether by it or by the trans-
ferees, would, it might seem, have been expended with an
equal effect in generating income had it been left to " fructify
in the pockets of the people " ; and, prima facie, the same
thing is true when the money required by government authori-
ties is raised by loans from the public. But the scale of money
income depends in part on the income-velocity of money, or,
if we will, on the proportion of the total stock of money that
people choose to hold in active, as distinguished from savings,
deposits; and this in turn depends in part on a balancing

